by Judah E. Smith %

Transportation in the
Balance of Payments

TRANEPDRTATIDN is ona of tho lergest of the servies
transpetions in the UInited States bolance of payments, In
1952, recnipts from this source amounted to more than $1.5
illion and payments aggregated soore then $1.1 billion—
equivalent iz each case to one-tenth of the merchandize trade.
Ocean shipping, the lnyest item, accounts for the major
fluctuntions in our net position.

Racuiﬂt-s from ocean shipping include freight on exporta
carried by United Statos opernied vessels and foreign port
expenditures here.  Pnyments include freight on insports on
foreign vessels and United States port expenditures nbroad.
Frﬁi?t. on exports carried by foreign vessels does not enteor
the Uniled States balance of payinents—since such Fgg;unants
are directly or indirectly Jor foreign acsount. t on
United States imports emried by United Statea vessels is ¢
domestic rather than so interontional dransaction,

Another important item contributing fo ouwr eprmngs is
freight peid to pe on shipments hetveen foreign countries.
But fae payments i %nited Biates tourista te foreign
vesscls far outweigh feve payments by foreign tourists to
United States vessels, o that foreign eonntries consistently
receive net payments from us for pessenger service,

Export freight partly financed by aid

Data for the international shipping account of the Uhnitad
States include the volue of all shipping services rendered by
the United States to foreign countrics, regardless of how these
sorvices were financed. A part of the fransportation fur-
nished by the United Stales was clplLit:I by the United Stabes
Government under the various aid plograms and requiced no
nctunl payement.  The amounts involved have varied widaly
in recent yeors fromn $371 million in 1948 to 398 million in
1950, Last yom's figure was $§142 million.

A nartion of aid-ingneed ehipments wes caried in cavgo
apace conbrolled by the Department of Dalonsa. This is ex-

udad from the following dizseussion whieh, is Imited to the
pommerciol aspects of the trungpertation aggount.

Net United States voceipte from trapsportstion in 1932
amounted to about $£200 million, snd wers about $200
million less than in the preceding year. Moreover, the fac-
tors contributing to this downward trend continned in exist-
cnoe, rarluah‘;i tha total to about £170 million {at &n anhusl
rate) duréléllg o first half of 1953, .

This dechne represents n-resumption of a tread which was
evidont between 1847 and 1850, but wos temporarily inter-
rupted by the outbrenk of the hostilities in Korea.

Emml factora necount for the decliniog, but still rale-
tivaly high, net eamings from shipping. .

Table 2 mdicnies that the Jdry corgo t.nnnn%a carried by
Americrn controlled slups déclined pradually irom 1847 bo
1950 and agam from the first quarter of 1552 to the first
querter of 1958, apparetly reaching o postwer low at that
time. Tha decline since 1851 was most prominent in tha
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carriage of soal and groin (which in that yanre a3 well a8 in
the early postwar period had for specinl reasons been un-
usually high) but it also affectad the carriage of other dry

U. S. net recaipts on ocean shipping
transackions have declined sinca

the end of the war
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mn‘ﬁ? In gnrt this development refleets the reduetion in
nll United States exports thaé doring the snme period re-
sulted from better :;Jﬁply conditions abroed, particularly
for fuels and agriculture! products.  Alag, tightened exchange
restrictions were partly responaibla. _
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However, cectnin other conditions helped to reduce the
ineome from export freight even more than the totsl sxport
toynage wos lowered, -

The dechne in requirements for shipping space brought
down freight rates for bulk corgo on tramp stenmers o such
an #xtent that the relatively high cosé Americon operators
hnd to leave the fleld almost entirely to foreigners. Freight
on eoal for a typienl voyaps from %nited States east const
ports to Rotéerdam declined from §14 per ton in Morch 1951
to leas than 35 ot the end of 1952, the provision that
50 percant of aid-financed cargo had to be shipped in United
Siates opervied vessels kept some ballc shipmenta—moi

in—resarved for United Siates ships, nt rates approxi-
mitely doubls those in the fras morket.

The decline m freight enrnings by United States operators
from $657 milhon im 1051 to $524 mallion in 1052 was mors
than ascounted for by the decline in enrnings from coal and

pin. Likewise over 55 percant of the decline in errnings
rorn 1852 to the Arat
to the same fiactors.

of 1953 {at annusal rates) wos duee

Foreign fleets carry larger volume

In contrasi to fhe rate competition for the carriage of bulk
%t:rgu, liner mtusfwm ralu,tive]ylﬁxed by carrier cmferutliicus.

s, in spite of a riging smplue in shipping epace, these
retes remaoined ab the highar -dea nrlapmdmgnt- tha end of
1951, In fact, the shoere of United States vessels in thae
eortiage of other d?' cargo remained colatively siable he-
tween 1950 and 1962, However, more recent data indicate
tha share is apain declining, resoming o trend started soon
afier the end of the war.

This decline be nacribed to {a) the desira of foreign
countries to limit dollar cxpenditures by vamg foreizn slups

to import goods, and (b) to tha growth of foreipn fleets, By
1052, ar a reault of new construction and purcheses of over
1,000 ships from the United States, foreign d.l"f cargo Oocts

E:d rigan to 40 million gross tong—irom 29 million tons after
& Wor.

The fact that foreign fleets have dunlly included an
mereasng proportion of postwar ships built o provids faster
el mace uent serviee, i another impertant factor in tha
repid rise of their sarge fonnage.

Import freight carriex] on United States dry cargo vessols
wina quité stabls in the postwar period except for s vory
minor decline from 1851 &0 1952. The ow rige in total
tonnnge imported therclore accrued mostly to foreign flects,
thus adding to their dollar samings.

The relative siability mn the activity of United States
opernted ehips was due in part to an increase in the move-
ment of iren ore and other minerals by company-ownad
fleata, with a corresponding decling in the coxriape of other
imports, which waz taken over by foreigm flests. Since a
lorge part of our imporis s billed < i §, with shipping
exponsca poid first by the foreign shipper, who is then reim-
bused by the American imporier, the choice of the national-
ity of the allﬁlrpmg line ircquently depende upon the forsign
axporter. & desire to save dollar sxchangs wauld favor

" tho foreign lines, aven if shipping rates wera the sama for
foreign and domestie lines.  The nsing nvailobility of fordign
shi{;]}ing ppace further aided in moking that choce increas-

ingly customery.

Considerations similar to those undearlying the shifs of dry
cvgoe export o from domestio to n vessels also
serve 1o

inin the rising shere in Gankers' export anrpn
corried by ureig:u—::-pmt::ﬁ vessols,  While the activity of
the United States operated fleet both in export and import
trade remained ralatively stable since 18448, foreign-opercted
fleats cmried more tonnage in both directions,
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Foreign-operated Heets include, however, the ships
opernted by subsidiaries of United States oil eompantes
under the Panananian or other foreign ffags. Net earni
from the operation ¢f these ships acerue, of course, to the
Americon parent companies, and appear in tha balonce of
PAyIEDLS 0s Income on investrents,

Higher raies on exporis favor U. 8. balance

While the rising share of the volume of United States trade
carried by foreign ships was the outstending fncter in reduc-
ing the foreipn dollar deficit on transportation, the difference

The shars of U. 5. trode carried
by foreign vessels confinuss to rise
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in the compesition of the trode carried hy United 3tates
vessola abrond end by foreign vessels fo the United Statea
apparantly favored the United States balnhes of poyments.

mitting conl and grain, United States-controlled ahi
sarned oo onibound dry cargo approximaotely $30 per ton In
1051 rod $35 per ton in 1052, EKarnings of forsign-operatad
shipa on outbound dry carge (excluding coal and grein) were
approxamately tho sane.

n inboand dry eargo the average rate per ton for United
Stntes ships pppeared to have been about $13 in 1951 and
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$14.50 in 1052; foreign-opersted slﬁl:;a aa]:Eﬂrant-ljr exrned $14
ood £18 during the samas yesrs. The difference in the rates
on inbound and outbound egrgo is due in large part to the
fact that outbound corgo consists largely of manufactured
goode requiring volatively moro space—es well a8 higher
handling cherges and consequently & higher rote per weight
ton—than do the rew materisls and semimoanufastured goods
which cowmprise a lorger porlion of importa,

Table 1.—International Transportation, 1946-53
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Since balance of paymenta receipte reflect the outbound
freight on United States controlled vessela, and }c{njrmenta
indieate the inbound freight on foreipn controled wemacls,
it is evident thet in order io belance recetpts and paymenta
on freight, foreign ships would have had to enrry to the
ITnited States about 2.1 tong in 1951 and 2.2 tone in 1952
for every single ton earried by United States ships to foreign
countines,

A rising share of manufactures in oxports, nnd of ew
materials in imports, would zaise that ratio further and
wauld in part t for the balanics of paymenta the affacta
of an incranging perticipation by foreign ghips in total TTeited
States trade.

Earnings by U. 8. fleet mainiained

While the balancs of internationsl rpe?mem on 00cEAn
freight declined from a4 United Stetes credit of $273 million
in 1851 te & credit of about $100 million in 1962, thet drop
does not provide an appropriate mcasure of the cha o
totod carnings of the Unzied Sintea merchant fleat from both
United States exporie ond imports, Even though thesn
snrnings &lso droppad during the same period—by roughly
$i10 million or about G percem ¥ wern considershly
higher than in 1948, 1949, or 1960. (Seo table 4.)

Port expenses offset foreigh earnings

The rising volume of United Btates trade carried by foreign
ships resuttéd in Ia.rggvpurt axpenditures in the Tnited SHates,
while expenditurea by United Stntes ships in foreign poris
vemniped relatively stable. In fuet, foreign port expendi-

tures in the Trnited States during both 1951 and 1952 re-

guired more thon 80 percent of forsign dollor sarnings from
carrying freight to the United Stetes snd frowm passenger
fn.rﬁa paid Ey Um'ht.ed Stntes tnuristsf. ond

i & earlier postwar years foreign port itures
Bmedg]ffmign dulﬂ.r aArn] by o} mng?;n. Com-
pared to the totnl foreign ireight revenus, both from exporta
and imports, port expenditurea here rose from abouk 30 per-
cent in 1951 to over 36 percent in 1962, This inerense

Toble 2.—Tnited Statea Ocean-Borne Outhonund Carge, Privatoly-Contvolled oud Military-Controlled, 1945-53 1
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resulted largely from an inerenss in forsign passenger vesssl
expenditares, and higher costs of fipight hahdling and ship
e T volume of 4 d thi
igh volume of foreign expendittres in this country
and the relatively low foreign expenses of United Btaies
operators tend to maintain a net receipts bulnce in the
ipping aceount, - In 1952, TInitad Btates operators’ foraign
cxpenses were ooly 5120 million as agninst $300 million
{excluding passenger vessels) of fom_i%ﬁ expenditures in thia
eountry, olthough foreign operators handled less then one-
third more tonnage than Unitad States operators. .
Among the factors that raise foreign vessal expenditures
in this country ia the purchase of hunker fusl here—at an
advuninge, because of the lower prices at which it can be

Table 3~—Unitcd Stotes Gocan=Borne Imports, 194655 *
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obtnined as compared with the cost in many foreign porte
from which trede with the United Stotes is conducted.
Another is the higher cost of stevedoring nnd other o&mt-mg
¢oats in the United States. For foreign vessels, o. g

t]]m Lnftgn American, the E{:itcﬁii Emﬂi 15 the most acuntum_icn

place for vessels and purchosing couipmoent sinco
shipyard facilitias bs lecking in the homs countries,

n the other hand, with the azeeption of atevedoriog and
other unavoidable enditures mads at -:mmgn.mbivaly low
rates in fe:-rei¥n countries, neamly ull United Siates vessels’
puichasas of fuel, subsisience, supplies, agquipment, repnirs,
ate., are moda in the United States. Also, dischargiog ax-
penses on cosl and grain carpoes ars slmost wholly for the
shipper’s or importer’s necount and not for vessel account.

Tourist fares raise foreign earnings

Deoveloproenis affecting othor ocean shipping aceounis in
balance of payments (pa r fares, United Siates
Toceipts on shipments botweon forcign countries, and chorter
hire) led to o changs from het veceipts of 320 millisn in
1951 to ﬁmmt& of $65 million in 1952, Meost important
in this changs was the rise in posssnger farss peid to fml.%n
vessels. By incrensing their passenger fleet nnd thus facili-
tuting w greater volume of Louriat frafBie, fare receipts of
foreign operators irom United States residents ross to $133
million by 1952—six times United Stotes operators’ roceipts
residenta of foreign countries.

ITnited States operators’ earnings from the corriage of cn
(prinei petrelenm) batween forsign countries declined in
1452 by $268 milion from the record amount of $201 million
the vear hafore. The 1951 penk camse ahout primarily oy a

t of tha closing of the Iran refineries, togather with Treight
rate increases in bhe tanker madiet, A further reduction is
indieated for 19863 sinee ianker freight rates have declined
hfulow Bdt'hu levels prevailing at the iime the Korenn hostilities
atarbed.

Tabhle 5,—Internationnl Trapsportation, by Aren, 17T and 1950-52
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Charter hire payments by United States operntors for the
use of foreign vosscls, mestly lankers, imereased in 1852,
This raflected both the eontinued diversion of United States
fag tankers to military needs and epharced requirements for
tanizers for increased constwise end import catiage.

European deficit declines most

The dacling in United 3tates emmings on exports, poriic-
ularly on eoal and grain shipmenis, and the growih in fereign
earninge from United Sintes imports, are 2pparent prfnci;ﬁy
in our transoctions with Western Ewropa,  Tn 19862, the net
Teceipta balance on shipping with Westarn Evrops had de-
elined to about $10¢ million, from 3228 million in 1951, A
further veduction, of possibly $50 million, appents to be indi-
cated for 1053 on the basis of tha data available for the firsg
helf of the year.

The trend of the receipts balances with Latin Americe
15 also downward, with a decline registered in 1952 25 com-
pared with 1951 and 2 smoller balanece projected for 1953.
This change stems prinni];zlly from (2} the expansion of
the Lntin Amevienn merghont faetz, (b) inerensed tankor

Beptember 1035

mﬂ]:lf (including the sarnings of tanker subsidiaries of
United Stotes oil compunies) sud (¢} charter bire paymenta
to companies Tegisterad under Lietin Amerniean fage.

Transportation by air expanded

Qther internntional ireosportation bransactionz have
yiclded smnll net rageipts surpluses ranging up to 325
million over the avnr pents.  Tha most nateworth
of the itenis talen inja the bulance of payments ara Unit
States airline reccipts from feres pud by forcigners for
earvinga from and to the Tnited States and also for carrin
between foreign countries, These receipts amounted
$83 million iz 1952—ahout bwice the payments by United
States residents to foreign airlines,

In addition, United Sietes airlines’ earnings for carrying
cxport freight and freight between foreign pointy in 1952
amounted to $24 million, ag against less thon $2 million of
forcign freight earnings on imports. TForeign expenses of
United States aivlines largely offset nob recoipis on fares
and freight. They apgrepatod $87 million in 1952 while
inarﬂ?lgqﬂmrlinea’ expenses in the United States amounted to

million.

Changes in Public and Private Debt
(Canttnwed from poge 18}

MNoneorparste nonfarm commereinl debt rose T pevcant
during 1052, nmounting to $32 billlon ot the close of the
year, ‘The year’s incresse was about onc-half of the 1951
rise, and shout one-fourth of the advonce in 1950, This
debt category represenis bank commercial and industris)
loans to noneorporate business, overdvnits, and loans to
inatitutions] borvowera. “The lower rate of expansion in 19562
wns primuerily the reflection of redwced inveniory reguira-
maonis,

Lonns to puvchoss o1 pgiry secnrities amounted to $4.8
billion on December 31, 1852, I7 percent ebove btho $4.1
hillion sutetanding et the end of 1951, Last year's incronsa
was & veversal of the movement which oceurred during 1951,
whon security loans declined 9 percent. Morgin require-
mants were raised [rom 50 pereent to 75 pareent in January
1951, and remained at 75 peccent for the rest of (hat year
and throughout 1352,

A major portion of the inerenge during 10562 stemmed from
loans to purchase or cany an expandad volume of govarnment
cbligntions. With respect to corporats securities, the value
of market transactions declined somewhat from 1951 to 1852,
although prices ndvanced. ) ]

¢ gther componeant of finaneial del:t ns shown in kable 7,
policy and eollateral loana by insuranee companios, renched
$2.7 hillion st the snd of 1952, five parcent above auch
loans nt the close of 1951,  Over the longer rus, the growth
in pelicy loans has steramed primarily from incrensed owner-
ship of life insurance. The ratio of policy loans to reserves,
an indox of funde availabla for snch loans, was 4.3 parcent
in 1982, approximately agqual to that in otker high-income,
PoslwLr Yonrs.

Techrical Notes

Groes debt is defined to inelede alk clessos of legal indebied-
pess except the following: (1) the deposit Nnbility of banks
and the amount of bank notes in cirgulabion: (2} tha walus
of nutatending policies and annuities of life insurnnce car-
riers; (3) the short-terme debts among individuals and unin-
corpornted no vinl Lusiness ficms; and {¢} the nominal
debt of cor mtiunsaniudch nis; bhonde whili]h nré authorized
bt unigsued, or ouis ing but reaequirad.

Net debt for each of four esctors is defined as follows:
Federa]l Governmant nat debt is that owed to all other

seciors of the economy excapt the Federsl Government
propayr and its corporations and ﬁﬂlﬂiﬂﬁ' State and loenl
government nei debt is that owed o all other sconomic
eniities sxcept State and loeal governmants; corpirite neb
debi is that owed to all ather entities {md“di% corporations)
excapt to other sorporaie members of an afliliated system;
and private noncorporate not (and gross) debt is the summa-
tion of nll forms of legal noncorporate indebtedness except
that among individuals and unincorporated nonfinencial
businesa firms. Data showing adjustments for duplication
invalved in passing from gross to net debé are given m detnil
in tables 3, 4, and 5.

Thess concepta wars more fully dizcussed in the October
1050 issuc of the Svrver.

The siatistical hases forr the present estimates nre in
generval similar to those veed in the past. Thees have hean
explained in ariicles in the July 1944 and September 1945
izsues of the STrvEY and in the sposial bullshn “Indebtad-
ness in the UTnited States, 192041 (Department of Com-
merce Economic Series No. 21, 1. 5. Government Printing
Qifica, 1942). In tha Septambar 1948 and Septembor 1947
srticles modifieations of former pracediires wers notad.

The preseni teport contnins the fwll st of estimatas pro-
vided by the Office of Business Economics Debt Biudy, and
guper the tables published in eariier raports, Rovisions
incorporsted here include those made by the Pureau of

vicultural Eeonomics in the asries for farm mortgoge
debt, by the Federal Savings and Loen Insuranca Corpora-
tien m its matimates of mor debt on 14 family homes,
and by the Fedaral Reserve Bonrd in the series for consumer
cradit outstendivg. For the conveniente of usars of the
duta, revised values for the major debt categories affectid
hnvi;elebe?n axtrapolated baels to 1916, using approprints links
(toble 1). - '

Other revisiona for recent years have resvlied from the
incorporstion of ndditionsl basic dntn.

In tabls 4, the distribution of local govarnment debt by
types of civil divisions shown for 1950, 1951, and 1962 is not
gtrictly comparable with that shown for 1848 wnd eurlier

aars because of changes in the Burean of the (eénsus classi-

cation of these units, particplerly vities and special die-
trinte.  (See "Governmentel Dabt in 1951," Burean of the
Cenaas, Decernber 1951.}




